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|. Executive Summary

The Inland Empire is forecast to continue its rapid economic growth. After emerging from its
employment trough in the wake of the great recession, employment growth has advanced at a
markedly accelerated rate, with the largest gains occurring in the health care and social
assistance, transportation and warehousing, accommodation and food services, and
construction sectors. Si nce 2013, t h eecohomymasaltpeEormrped Cadifdrrsa in
employment, wage, and retail sales growth; employment has grown at a rate more than double
the average annual rate of growth for the nation.

The region has a relatively young population mix that is contributing to a favorable projection for

the working age cohort through 2030. These conditions are advantageous for boosting the
regionbés productivity and sustaining its econom
significant demographic challenges that may hamper and/or lead to imbalanced growthd

including low levels of participation in the labor force, widespread poverty, and low educational
attainment. Effectively combatting these challenges places the workforce system squarely in the

center of efforts to develop and implement comprehensive solutions.

The 1 nl and E mp imarkebissgaiming stlength astit eohtiaues to recover from the
impacts of both the subprime mortgage crisis and recession. Mortgage loan defaults have
dropped below their pre-recession levels and distressed sales have declined sharply since
peaking in 2009. Housing inventory is tight and median home sale prices have been climbing
steadily since 2012, although they remain below pre-recession levels.

Trends in commercial real estate have also been favorable. Total industrial square feet sold has
been above pre-recession levels every year since 2013 and demand for space continues to
grow. New construction in 2013 has increased industrial vacancy rates but rates remain lower
than national averages. While San Bernardino County appears to have an abundance of
suitable land for continued development, the vast bulk of land is zoned for resource
management and agriculture, which may impede the development of land otherwise perceived
as suitable.

Employment gains are expected across all 21 major sectorsof t he regi ondés econ
next 10 years. Expansions in healthcare and social assistance, retail trade, and accommodation

and food services will each account for more than 10 percent of total employment demand.

Relative to annual average growth rates, the most rapidly growing sectors are forecast to

include healthcare and social assistance; construction; and professional, scientific, and technical
services. Whileth e | n | a n dmo& nopcentrateil sectord transportation and

warehousingd has added jobs at a pace more than double that experienced by the state of

California, and more than triple the rate of growth across the nation during the past five years,

the growth forecast for this sector shows signs of moderating.
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During the five-year period leading up to the second quarter of 2016, the manufacturing sector
added more than 11,000 workers, growing at an annual average rate of 2.5 percent per year,
which is more than three times the rate of growth for the state of California, and more than
double the rate of growth across the nation during the same period. The largest job gains in this
sector were in the beverage manufacturing (+1,377), plastics product manufacturing (+1,317),
architectural and structural metals manufacturing (+1,281), machine shops (+1,150), and
aerospace product and parts manufacturing (+952) industries. This recent activity, coupled with
the regionds r el atent(89)foythd sector, hay signdl emengingqnovati for
this group of industries. Immediate proximity to major shipping and distribution routes, available
land suitable for development, and favorable costs of business expansion (relative to other
areas in the broader region) may bolster this emergence for the foreseeable future. Chmura
forecast more than 22,000 job openings in manufacturing over the next ten years.

When ranking sectors based on a basket of indicators that includes employment growth
forecast, total forecast openings, average annual wages, employment multipliers, and industry
concentration (as well as historical change in concentration), the highest-ranking sectors
include, in order of ranking: construction; healthcare and social assistance; wholesale trade; and
professional, scientific, and technical services. Utilities and transportation and warehousing rank
in the top thirdd sixth and seventh out of 21 sectors, respectively.

The strength of the Inland Empire economy is also evident in the across-the-board growth
forecast for all occupations at the major group two-digit Standard Occupation Code (SOC) level,
as well as for all job cohorts by level of training and education typically required.

At the detailed level, health care occupations dominate the mix of fastest-growing occupations;
and the largest potential supply shortfall is for registered nurses. Other notable shortfalls include
management personnel and skilled trade workers. Ranking detailed occupations based on
weighted indicators that include employment growth, credentials for entry, average wages, and
mobility across industries, the list of top occupations reflects a need for supervisory and
technical skills.

Overall, the Inland Empire is positioned for continued growth and is ripe with substantial
opportunities for workforce development. As many of these opportunities will occur at the
intersection of workforce, economic, postsecondary, and community development, the San
Bernardino Workforce Development Board (WDB) is uniquely positioned to have a
transformational i mpact on the regionds future.
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Il. Background

The WDB is charged with working to advancethel nl a nd Ecogpmy bg édscating and

training local workers and supporting local businesses. Specifically, the WDB ensures that

county residents have the skills, training, and education necessary to achieve their career goals

and that local businesses are able to hire, develop, and retain skilled workers.*Whi | e t he WD
jurisdiction covers San Bernardino County and its residents, its labor market is more porous

than its county borders. It is generally recognized that its economy and natural labor shed

includes neighboring Riverside County. Together, these two counties comprise the Inland

Empire region, which is equivalent to the Riverside-San Bernardino-Ontario, California

Metropolitan Statistical Area (MSA).

Figure 1: Riverside-San Bernardino-Ontario, California MSA

San Bernardino, CA

Riverside, CA

As such, the WDB collaborates and coordinates heavily with neighboring Riverside County and
with multiple and diverse stakeholders across the region to effectively deliver its work.

This report provides an overview and forecast of the Inland Empire, state, and national
economies. Ultimately, the findings from this report help to identify, anticipate, and proactively
address issues facing the WDB, its workforce system partners, and the broader Inland Empire
community. The analyses in this report can help to guide local policy formulation, inform
planning and investment strategies, reinforce existing or lead to new collaborative partnerships,
increase the leveraging of resources, and generally advance the Inland Empire economy.

1 Source: http://cms.sbcounty.gov/wib/Home.aspx
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Most of the secondary data that underpins this report were gathered using JobsEQ®?. Primary
data were gathered though focus group sessions with leaders from industry, postsecondary
education, and workforce and economic development.2 The following broad topics are
emphasized in this analysis:

1 Demographics: population, economic, and social characteristics

1 Real estate: residential and commercial trends

1 Industry: trends and forecast, indexed rankings, key occupations, and key clusters

1 Workforce: trends and forecast, growth by training required, indexed rankings, key
clusters, sel ecandcertfiaatioms by accupatioa d d er s 0

[Il. National & Regional Economic Outlook

The national economy* continues to grow at a modest pace. Real gross domestic product
(GDP) increased an annualized 3.2% in the third quarter of 2016 after rising at a 1.4% annual
rate in the second quarter of 2016. Nonfarm employment growth accelerated with 636,000 jobs
added over the quarter compared with 439,000 in the second quarter, while the unemployment
rate rose from 4.9% in the second quarter to 5.0% in the third quarter. The unemployment rate
accounting for individuals working part-time who would prefer full-time work, and those who are
marginally attached to the workforce, remains relatively high at 9.7% in the third quarter.> Home
prices have continued their post-recession ascent and recently surpassed previous peak levels;
declining affordability coupled with tight inventory have been holding back the national housing
market recovery. However, household formation is expected to continue to increase, which
should help strengthen the housing recovery.

The economies of the Inland Empire and the state of California have also continued to improve.
The recent pace of growth in both the region and the state has been faster than growth in the
nation.

2Chmuratdés proprietary technology platform for | abor market anal

3 An email survey was designed by Chmura and administered to regional businesses, however, due to a low response rate the
findings were limited. In cases where there is overlap between survey feedback and the focus groups or secondary data, the
survey feedback is represented in commentary throughout this report.

4 Chmura utilized the most recent available data to develop this report. Based on the timing of underlying data being released,
national data are through the third quarter 2016 while state and regional data are through the second quarter 2016.

5 This rate is commonly referredtoas t h-@ @mder empl oyment rate.d According to the E
attached workers are those who currently are neither working nor looking for work but indicate that they want and are available
for a job and have looked for work sometime in the past 12 months.
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National Outlook 2016 -2017¢

Chmura forecasts real GDP to grow at an annualized pace of 2.4% in the fourth quarter of 2016
and 1.6% for the entire year. Although the labor market remains healthy and wage growth has
picked up modestly, the labor force participation rate is very low by historical standards. The real
estate market continued to improve over the past year. Given the improvements in the U.S.
economy, Chmura expects the Federal Reserve to resume monetary policy normalization in the
fourth quarter of 2016 and across 2017.

For the third quarter of 2016, real GDP

, , , Table 1: National Macro Forecast, 2016-2017
grew an annualized 3.2%, after increasing

1.4% in the second quarter. U.S. Forecast
employers added jobs at a moderate pace 2015 2016 2017
in the third quarter of 2016. Nonfarm Real GDP 2.6% 1.6% 3.0%
private payroll growth for the third quarter  Unemployment Rate 5.3% 4.%% 4.7%
expanded at a 1.7% annualized pace after  Real NorResidential

advancing 1.3% in the second quarter of ~'nvestment 2.1% “0.4% 3.9%6
2016. The national unemployment rate Real Consumer Spending 3.2% 2.6% 3.1%
edged up to 5.0% in September 2016,

from 4.9% in June. Home sales, though Financial Market

above severely depressed levels, remain  Oil Prices $49 $42 $38
low by historical standards. Still, the Federal Funds Rate 0.1% 0.4% 1.4%
FederalHousi ng Finance A0yeerfreesyy0 s Ho R¥oe 1.8% 3.2%

Price Index for the third quarter shows  source: chmura Economics & Analytics

prices have increased on a year-over-year basis in 49 of 50 states. The housing sector was a
strong contributor to GDP growth in 2015. While housing was a drag on GDP growth in the second
and third quarters of 2016, Chmura expects housing to be a net positive contributor to growth in
2016. The U.S. stock market rose modestly over the third quarter of 2016 as global markets
rebounded from the Brexit selloff.

Our forecast assumptions reflect an improving economy boosted by policy changes from the
incoming Trump administration. These policies, if implemented, will have widespread impact on
the economy, affecting all major components of GDP, i.e., personal consumption, business
investment, government spending, and net exports. The results are steady but moderate GDP
growth and job creation across 2017.

SChmuraodés national forecast is based on expect-elatTumd They changes
proposed changes include lower corporate and individual taxes, reduced regulations, and a reformed energy policy.

i VRS

Copyright 2017 Chmura Economics & Analy|i8



The forecast assumes the price of oil averages $42 per barrel in 2016 before decreasing to $38
per barrel in 2017. The labor market is expected to continue to improve; the unemployment rate
is likely to average 4.9% in 2016 and fall to 4.7% in 2017. The Federal Open Market Committee
(FOMC) is expected to raise the target range for the federal funds rate by 25 basis points (bps) in
the 4™ quarter of 2016, with additional moves totaling 100 bps anticipated for 2017.

U.S.Labor Market Continues to Strengthen

In terms of the labor market, the recovery from the 2007-2009 recession has been the slowest
of all post-World War Il recoveries. In May 2014, nearly five years after the recession ended,
U.S. employment surpassed its previous peak reached in January 2008. Although labor market
conditions have improved, labor force participation has been declining since the late 1990s and
declined at an accelerated pace following the recession. There has been a slight uptick in
participation since September 2015, but it is widely believed that this lower rate of participation
may be the new norm. Recent wage growth has been moderate but trending in a favorable
direction.

California Outlook 2016 -20177

Employment declined at a faster pace in California and the state lost a larger share of its

employment than the nation as a whole during and following the last recession. Since the

beginning of 2012, however, employment in California has increased faster than U.S.

employment on a year-over-year basis. In2015, Cal i f orni ab6s e Bp%, asteme nt
than the 2.1% increase in the nation. Chmura forecasts employment in California to increase by

2.8% in 2016 and by an additional 2.6% in 2017, whereas the unemployment rate will average

about 5.4% in 2016 and 5.1% in 2017.

Table 2: California Employment Summary Forecasts

CaliforniaEmployment Growth* CaliforniaUnemploymentRate
2015* 2016 2017 2015* 2016 2017
Chmura Forecast 3.1% 2.8% 2.6% 6.2% 5.4% 5.1%

Source: Chmura Economics & Analytics

Forecasts as @epgember2015

*Actual

**Employment refers to nonagricultural employment.

Employment in California contracted by about 8% from its mid-2007 peak to its trough in early
2010. Since September 201008 at which point the California economy began to steadily add

7 While the national forecast is based on assumptions about policy changes under the President-e | ect 6 s admi ni str at i
and local forecasts do not incorporate these assumptions.
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employmentd the state economy has averaged approximately 38,000 new jobs per month. In
May 2014, employment in California surpassed its July 2007 peak. As of September 2016,
employment was 6.8% above the July 2007 employment peak.

In the past threeyears2Cal i f or ni ads e cappnosimmagely th,279,00a jdbd. ©f
these new jobs, more than four-fifths (83%) were created in only seven sectors: health care and
social assistance; accommodation and food services; construction; administrative and support
and waste management and remediation services; professional, scientific and technical
services; educational services; and transportation and warehousing. Meanwhile, Cal i f or ni a 0
utilities sector has barely added jobs over this period. Employment in the finance and insurance
sector has increased by only 0.5% while statewide employment grew 7.8% over the past three
years. The Golde n St at e 6 s gmectornhdsaddédwanat 34,300 jobs (average annual
growth of 0.9%) in the past three years, buoyed by large gains in beverage manufacturing
(breweries and wineries), computer and peripheral equipment manufacturing, and motor vehicle
manufacturing.

In terms of the location quotient (LQ)d a common measure of the relative size of an industry
and traditional gauge of the presence of competitive clustersd California has competitive
clusters in agriculture (LQ=1.70), electrical/electronic manufacturing (1.68), media (1.65),
pharmaceuticals (1.48), and textiles/leather manufacturing (1.47).° Annual average employment
growth over the next decade is expected to be slow for both the agricultural (+0.1%), and media
(+0.7%) clusters. Moreover, the textile/leather manufacturing cluster is forecast to shrink by
5.5% annually and employment in the electrical/electronics manufacturing cluster is forecast to
decline by 1.1% annually. Employment in the pharmaceutical cluster is expected to decline by
less than 0.1% annually.

8 This three-year period is from the second quarter of 2013 to the second quarter of 2016.

9 The cluster location quotients are based on total employment, whi | e i n | ast yearés report they w
employment only. Covered employment reflects employment and wages data by industry as derived from the Quarterly Census

of Employment and Wages (QCEW) provided by the US Bureau of Labor Statistics. Total employment includes covered

employment in addition to non-covered employment and wages data, which comprise unincorporated self-employment and non-

covered railroad and religious organizations. Because of this change, caution shouldbeu s ed when comparing thi s
figures to those in |l ast year6s report.
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Figure 2: California Industry Clusters with Expected Employment Declines
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(+1.9%), construction (+1.2%), professional services (+1.1%), and financial services (+0.9%).

Figure 3: California Industry Clusters with Expected Employment Gains

Construction.

IV. Inland Empire Econony

The remainder of this report focuses on the Inland Empire region and includes in-depth
analyses of demographics, the real estate market, industry employment, and occupations. In
some cases, comparisons are provided between the counties of Riverside and San Bernardino,
which comprise the Inland Empire region.

Recent Economic Performance &RegionalOutlook, 2016 -2017

The Inland Empire spent more than two years in the wake of the recession facing elevated
unemployment levels and a protracted loss of more than 10% of its jobs since employment
peaked in July 2007. This peak was earlier than peak employment for the United States; jobs
lost due to the recession were not recovered for more than seven yearsd in September 2014.
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Californiads previous empl o ytmeestate recpveradjobsiastduea | s o

to the recession in May 20149 the same time the national economy recovered. Soon after
emerging from its employment trough, the Inland Empire begin to add jobs at an accelerated
pace compared to both California and the nation, and has sustained this trend since surpassing
peak employment levels.

Figure 4

Time to Recover Jobs Lost Due to the Recession

8% M Inland Empire
California
6% W United States

4%

2% May 2014
May 2014

0%

2%

-4%

The Inland Empire’s economy was
especially hard hit by losses in
construction and manufacturing
jobs - this condition, amongst
others, and combined with a low
concentration of information and
professional, scientific, and technical
services industries, has hampered
the pace of the region’s recovery.

-6%
-8%
-10%

-12%
(0] 12 24 36 48 60 72 84 96 108
Source: Bureau of Labor Statistics Months Since the Previous Employment Peak

Since 2013, the Inland Empire has outperformed the state relative to growth in employment,
wages, and real retail sales. Chmura expects employment and wage growth in the Inland
Empire to continue to outperform the state in 2016 and 2017. Real retail sales should remain
strong in the metro area, averaging 5.2% and 5.1%, respectively, in 2016 and 2017. After
declining 6.0% in 2015, building permits (a leading indicator of economic activity) are projected
to increase a modest 4.3% in 2016 followed by a 3.4% increase in 2017. In California, building
permits are expected to increase 3.1% in 2016 and 4.3% further in 2017.

:HCHMURA
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Table 3: Recent and Forecast Economic Performance

Redgion/Indicators Actual Forecast

San Bernardino MSA 2013 2014 2015 2016 2017
Employment* 3.5% 4.5% 5.0% 3.9% 3.7%
Wages ad Salaries** 4.0% 6.7% 9.8% 7.7% 6.6%
Real Retail Sales 4.8% 4.1% 5.3% 5.2% 5.1%
Building Permits 45.8% 17.3% -6.0% 4.3% 3.4%
California

Employment* 2.8% 2.8% 3.1% 2.8% 2.6%
Wages and Salaries** 3.5% 6.2% 7.6% 6.5% 5.7%
Real Retail Sales 4.2% 2.8% 4.1% 3.3% 3.3%
Building Permits 34.9% 7.0% 11.7% 3.1% 4.3%

Source: Chmura Economics & Analytics
*Employment refers to nonagricultural employment.
**Wages and salaries include some options that were exercised.

Actual data are through the" quarter of 2016.

Demographic Profile

The Inland Empire is home to more than 4.4 million people and represents about 11.5% of

Cal i forni ads Qverthapastteroypauns| tleetregionhas grown an average 1.5% per
yeard much faster than the state and national annual averages of 0.9% and 0.8%, respectively.
Chmura projects the population of the Inland Empire will grow faster than the state population
over the coming decade, which in turn will help bolsterthe r e g i o-murdpsospkcts iog
economic growth.

Table 4: Population Growth Statistics

Working-Age
Average Yearly Population Ratio ofWorking-
Population Growth ~ Growth 2015-  AgePopulationto
Region 2006-2015 205 Retireesin 2025

San Bernardino County 0.9% +6% 4.42
Riverside County 2.0% +8% 3.52
Inland Empire 1.5% +7% 3.89
California 0.9% +4% 3.72

Source: Chmura Economics & Analytics
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The working-age population in the Inland Empire grew 1.1% in 2014 followed by 0.9% growth in
2015.19 Based on projections from Chmura, growth in the working-age population is expected to
decelerate with annual growth ranging from 0.5% to 0.6% from 2020 to 2030. Growth is
expected to be slower in San Bernardino County over this period compared to Riverside County,
but on par with the state and above the nation. Statewide, growth in the working-age population
was 0.7% in 2014 and 0.6% in 2015. From 2020 to 2030, it is expected to range from 0.2% to
0.4%. In the United States, the working-age population is expected to expand at an even slower
pace over the same period.

Figure 5

Working-Age Population Projections

PROJECTED USA
M california

Inland Empire

1.5%

199 [ san Bernardino County, California
. ‘0

Riverside County, California

0.9%

0.6%

Year-Over-Year Change (%)

0.3%

0.0% — I | | I I I I I I | | I
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Source: JobsEQ

The Inland Empire is a relatively young population, with a median age of 32.7 years, compared

to 35.2 years and 37.2 years in the state and nation, respectively. Further, nearly 29% of the
regionbds popul ati on arsscomparddaga25% diatewideqmed 2494 18 vy e
nationally.

Overall, the Inland Empire is nearly half Hispanic or Latino (of any race) according to the U.S.
2010 Census and about 40% non-white. African Americans account for 7.6% of the population
and 6.1% ofthere gi on s p oApianiAmdricam. Mhisidesnographic profile is distinct from
the rest of Californiad with roughly a 13% Asian-American mixd and starkly different from the

10 For the purposes of this report, the working-age population is defined as those age 16 to 64 years old.
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demographic makeup of the nation where Hispanics or Latinos account for only about 16.3% of

the total population.

Table 5: Demographic Profile of Riverside-San Bernardino-Ontario, CA MSA?

Percent Value

RiversideSar

Bernardino RiversideSan

Ontario, CA Bernardine

MSA California USA Ontario, CA MSA California USA

Populatior? T T T 4,489,159 39,144,818 321,418,820
Population Annual Average Growth 1.5% 0.9% 0.8% 61,345 331,688 2,590,222
Median Agé T T T 32.7 35.2 37.2
Under 18 Years 28.8% 25.0% 24.0% 1,214,696 9,295,A10 74,181,467
18 to 24 Years 10.9% 10.5% 9.9% 458,633 3,922,951 30,672,088
2510 34 Years 13.4% 14.3% 13.3% 564,520 5,317,877 41,063,948
35 to 44 Years 13.4% 13.9% 13.3% 566,254 5,182,710 41,070,606
45 to 54 Years 13.5% 14.1% 14.6% 570,032 5,252,371 45,006,716
55 to 64 Years 9.7% 10.8% 11.8% 410,782 4,036,493 36,482,729
65 to 74 Years 5.8% 6.1% 7.0% 244,093 2,275,336 21,713,429
75 Years and Over 4.6% 5.3% 6.0% 195,841 1,971,178 18,554,555
Race: White 58.9% 57.6% 72.4% 2,488,308 21,453,934 223,553,26
Race: Black or African American 7.6% 6.2% 12.6% 322,405 2,299,072 38,929,319
Race: American Indian and Alaska
Native 1.1% 1.0% 0.9% 46,399 362,801 2,932,248
Race: Asian 6.1% 13.0% 4.8% 259,071 4,861,007 14,674,252
Race: Native Hawaiian and Other
Pacfic Islander 0.3% 0.4% 0.2% 13,744 144,386 540,013
Race: Some Other Race 21.0% 17.0% 6.2% 887,896 6,317,372 19,107,368
Race: Two or More Races 4.9% 4.9% 2.9% 207,028 1,815,384 9,009,073
Hispanic or Latino (of any race) 47.3% 37.6% 16.3% 1,996,402 14,013719 50,477,594

Source: JObsEQ®

1. Census 2010, unless noted otherwise

2. Census 2@, annual average growth rate since Z00

3. Median values for certain aggregate regions (such as MSAs) may be estimaterjhted averages of median values from the composing countie

4. ACS 210-2014

In terms of age and race, the counties of San Bernardino and Riverside have a very similar mix

of characteristics.
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As of 2015, Riverside County had a slightly larger population (7.6%) than San Bernardino
County, and its population grew at a rate more than double that of San Bernardino from 2005-

2015.
Table 6: Demographic Profile of San Bernardino and Riverside Counties?
Percent Value
San Bernardino County Riverside County,| San Bernardino County,| Riverside County,

California California California California
Populatior? T T 2,035,210 2,189,641
Population Annual Average Growth 0.9% 2.0% 18,421 42,924
Median Agé T T 31.7 33.7
Under 18 Years 29.2% 28.3% 594,588 620,108
18 to 24 Years 11.3% 10.4% 229,897 228,736
2510 34 Years 13.9% 12.9% 282,091 282,429
35 to 44 Years 13.4% 13.4% 272,949 293,305
45 to 54 Years 13.6% 13.4% 277,294 292,738
55 to 64 Yars 9.7% 9.8% 197,043 213,739
65 to 74 Years 5.1% 6.4% 103,495 140,598
75 Years, and Over 3.8% 5.4% 77,853 117,988
Race: White 56.7% 61.0% 1,153,161 1,335,147
Race: Black or African American 8.9% 6.4% 181,862 140,543
Race: American Indian and Alaska
Native 1.1% 1.1% 22,689 23,710
Race: Asian 6.3% 6.0% 128,603 130,468
Race: Native Hawaiian and Other
Pacific Islander 0.3% 0.3% 6,870 6,874
Race: Some Other Race 21.6% 20.5% 439,661 448,235
Race: Two or More Races 5.0% 4.8% 102,364 104,664
Hispanic ot atino (of any race) 49.2% 45.5% 1,001,145 995,257

Source: JobsEQ®

1. Census 2010, unless noted otherwise

2. Census 2@, annual average growth rate since Z00

3. Median values for certain aggregate @i (such as MSAs) may be estimated as weighted averages of median values from the composing cour

4. ACS 210-2014

The Inland Empire has a poverty rate 1.6 percentage points above California and 2.4
percentage points above the nation. The poverty rate in San Bernardino County is 2.3
percentage points higher than in Riverside County. The map below depicts where poverty is
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most concentrated by zip code tabulation area (ZCTA) and illustrates that poverty is widespread
across the region rather than densely concentrated in a single place or amongst a few places.

Figure 6: Percentage of the Population at or Below Poverty, Inland Empire

92810

<10.0%
10.0% to 15.0%
15.0% to 19.0%
19.0% to 23.0%

92277

Source: JobsEQ®, ESRI. ACS 2010-2014

Notably, the Inland Empire has a lower rate of participation in the labor force than both the state
(-2.9%) and nation (-3.0%). While some of this may be accounted for by the relative youth of the

I nl and Empi r e 0 ahigher peccéntageiofovoulddevebrkers enrolled in school

rather than working or looking for work, this low rate of participation may be cause for concern

given the potential boon to productivity that could be achievedf r om t he gr owt h i n
working- age population. Growth in the working-age population coupled with a persistently low

or declining rate of participation in the labor force may become a drag on balanced economic
advancement across the Inland Empire. The r egi onds |l ow utilization
also notable as lack of access to reliable transportation is a well-established barrier to

participating in the workforce, especially for persons living in poverty. While public transportation

may be adequate within the more densely populated areas of the Inland Empire, workers

without reliable transportation living in places like the High Desert experience less public transit
connectivity and may be more limited to immediately local employment opportunities.

iyt CHMURA
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Table 7: Economic Profile of Riverside-San Bernardino-Ontario, CA MSA?

Percent Yalue
RiversideSar|
Bernadino- RiversideSan
Ontario, CA Bernardinc
MSA California USA Ontario, CA MSA California USA

Labor Force (civilian population 16
years & over) 60.5% 63.4% 63.5% 1,988,996 18,975,006 157,940,014
Armed Forces Labor Forfce 0.5% 0.4% 0.4% 15,954 133,870 1,025,497
Median Household Inconié T T T $55,362 $61,489 $53,482
Poverty Level (of all peopfe) 18.0% 16.4% 15.6% 765,774 6,115,244 47,755,606
Mean Commute Time (minutées) T T T 31.2 27.6 25.7
Commute via Public Transportatton 1.5% 5.2% 5.1% 25,917 859372 7,157,671

Source: JobsEQ®

1. Census 2010, unless noted otherwise

2. Census 2@l annual average growth rate since 200

3. Median values for certain aggregate regions (such as MSAs) may be esamateijhted averages of median values from the composing countie

4. ACS 210-2014

Table 8: Economic Profile of San Bernardino and Riverside Counties?

Percent Value
San Bernardino | Riverside County,| San Bernardino | Riverside County

Caunty, California California County, Californig California
Labor Force (civilian population 16
years & over) 60.3% 60.6% 944,000 1,044,996
Armed Forces Labor Fofce 0.7% 0.2% 11,651 4,303
Median Household Incon?é T T $54,100 $56,592
Poverty Level (of all peopfe) 19.2% 16.9% 389,037 376,737
Mean Commute Time (minutés) T T 30.3 32.1
Commute via Public Transportatton 1.7% 1.4% 13,432 12,485

Source: JobsEQ®

1. Census 2010, unless noted otherwise

2. Census 2@l annual average growth rate since Z00

3. Median values for certain aggregate regions (such as MSAs) may be estimated as weighted averages of median valuesnoosriheounties.

4. ACS 210-2014
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Ch mu r a 6d-liviogoirsléx indicates that while it is more expensive to live in the Inland
Empire than in the nation, the Inland Empire is substantially more affordable than the state of
California as a whole.

Table 9: Cost-of-Living Index

Inland Empire
California

USA

Source: JObsEQ®
Data as of 2016Q3

Annual Average

Salary
$43,205
$61,798
$52,724

Costof-Living Index

US Purchasing

(Base US) Power
122.3 $35,320
156.3 $39,548
100.0 $52,724

Primary data revealed that
the I nland
affordability relative to the
state of California is one of
its greatest assets for
supporting economic
growth, specifically by
attracting new workers and
businesses to the region.

At $231,800, the median house value in the Inland Empire is well below the state average of
$371,400 but above the national average.

Table 10: Housing Profile of Riverside-San Bernardino-Ontario, CA MSA*

Percent Yalue:

RiversideSan

Bernardinc RiversideSan

Ontario, CA Bernardino

MSA California USA Ontario, CA MSA California UA

Total Housing Units T T T 1,514,163 13,781,929 132,741,033
Median House Value (of owne
occupied units)* T T T $231,800 $371,400 $175,700
Homeowner Vacancy 2.6% 1.6% 2.1% 22,212 114,943 1,591,421
Rental Vacancy 6.9% 4.6% 6.9% 35,323 275,877 3,105,351
RenterOccupied Housing Unitg
(Percent of Occupied Units) 36.6% 45.2% 35.6% 474,604 5,708,355 41,423,632
Occupied Housing Units with N
\Vehicle Available (Percent of
Occupied Unitg) 5.4% 7.8% 9.1% 69,882 984,914 10,594,153

Source: JobsEQ®

1. Census 2010, unless noted otherwise

2. Census 2@, annual average growth rate since Z00

3. Median values for certain aggregate regions (such as MSAs) may be estimated as weighted averages of median ¥a&iesrfrpasing counties.

4. ACS 210-2014
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Table 11: Housing Profile of San Bernardino and Riverside Counties?

Percent Value
San Bernardino Riverside County,| San Bernardino County Riverside County,

County, California Californa California California
Total Housing Units T T 703,737 810,426
Median House Value (of owner
occupied units)* T T $225,400 $236,400
Homeowner Vacancy 2.8% 2.5% 10,561 11,651
Rental Vacancy 6.6% 7.1% 16,949 18374
RenterOccupied Housing Units
(Percent of Occupied Units) 39.1% 34.3% 237,572 237,032
Occupied Housing Units with No
\Vehicle Available (Percent of Occupi
Units)' 5.8% 5.1% 34,969 34,913

Source: JobsER
1. Census 2010, unless noted otherwise

2. Census 2@l annual average growth rate since 200

3. Median values for certain aggregate regions (such as MSAs) may be estimated as weighted averages of median valuesmmoositiiecounties.

4. ACS 210-2014

The average educational attainment in the Inland Empire is lower than both state and national
averages. The share of population in the Inland Empire with no high school diploma is 20.5%
compared with 17.7% for California and 12.0% for the nation. Similarly, the share of the Inland
Empireds population with a bachel ordds degree
and 19.7% in the nation. Overall postsecondary attainmentd share of the population with an
associate degree or higherd is about 12.0 percentage points lower than the California average

of 39.7%, and 12.0 percentage points below the national norm of 39.6%.

Chmura performed a correlation analysis among several demographic variables to discover any
statistically significant, strong correlations that may exist at the ZCTA level across the Inland
Empire. Significant, strong positive correlations'! were demonstrated between:

11 Correlations with an absolute value greater than .50 and p-values less than .05 are considered strong and significant.
Positive correlations indicate that higher levels of one variable are associated with higher levels of the second variable, while
negative correlations indicate higher levels of one variable are associated with lower levels of the second variable.
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1 percentage of poverty/percentage with no high school diploma
1 percentage who speak English less than very well/percentage with no high school
diploma

T percentage with bachmddianrhonevalue gr ee or hi gher
This analysis reinforces the interconnectedness of poverty and low educational attainment.*? It
suggests boosting educational attainment, specifically high school completion, as an important
way to combat poverty. To be clear, while there is a strong positive correlation between limited
English language proficiency and not having a high school diplomad indicating a potential
barrier to higher educational attainmentd there is only a moderate positive correlation between
language proficiency and poverty. This suggests that poverty is not necessarily concentrated to
areas with lower English language proficiency.

Table 12: Social Profile of Riverside-San Bernardino-Ontario, CA MSA!?

Social Profile
Percent Yalue:

RiversideSar

Bernardino RiversideSan

Ontario, CA Bernardino

MSA California USA Ontario, CA MSA California USA

Educational Attainment: No High
school Diplomé 20.5% 17.7% 12.0% 447,237 3,582,292 19,939,890
Educational Attainment: High Schoo
Graduaté 25.9% 20.3% 26.5% 565,028 4,103,854 44,000,387
Educational Attainment: Some Colle
No Deqreé 26.0% 22.4% 21.9% 569,247 4,530,225 36,270,359
Educational Attainment: Associate
Degred 8.0% 8.0% 8.7% 175,638 1,620,584 14,487,486
Educational Attainment: Bachelor's
Degreée 12.9% 20.4% 19.7% 282,819 4,131,150 32,646,533
Educational Attainment: Post
Graduate Degree 6.7% 11.3% 11.2% 145,376 2,279,%4 18,533,513
Disabled, Age8to 64 (Percent of
Total Populatiorf) 6.9% 4.6% 6.9% 35,323 275,877 3,105,361
Foreign Borf 36.6% 45.2% 35.6% 474,604 5,708,355 41,423,632
Speak English Less Than Very Welll g 49, 7.8% 9.1% 69,82 984,914 10,594,153

Source: JObsEQ®
1. Census 2010, unless noted otherwise
2. Census 2@, annual average growth rate since Z00

3. Median values for certain aggregate regions (such as MSAs) mayrhatedtas weighted averages of median values from the composing countie

12 A worksheet detailing findings from this analysis is included in the appendix.
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4. ACS 20-2014

Table 13: Social Profile of San Bernardino and Riverside Counties?

--------------- Percent------------- Value
San Bernardinc&County,| Riverside County, | San Bernardino County Riverside County,

California California California California
Educational Attainment: No High
Shool Diploméa 20.8% 20.2% 219,396 227,841
Educational Attainment: High
School Graduate 26.1% 25.6% 276,450 288,578
Educational Attainment: Some
College, No Degrée 25.9% 26.2% 273,851 295,396
Educational Attainment: Associg
Degreée 8.2% 7.9% 86,577 89,061
Educational Attainment:
Bachelor's Degrée 12.5% 13.4% 131,734 151,085
Educational Attainment: Post
Graduate Degree 6.5% 6.8% 69,202 76,174
Disabled, Age 18 to 64 (Percent
Total Populatiorf) 38.0% 39.3% 46,116 48,150
Foreign Borfh 21.3% 22.0% 442,987 498,376
Speak English Less Than Very 16.2% 15.3% 311,336 323,38

Source: JObsEQ®

1. Census 2010, unless noted otherwise

2. Census 2@l annual average growth rate since 200

3. Median values for certain aggregate regions (such as MSAs) may be estimated as weghigesaof median values from the composing counties.

4. ACS 210-2014
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The I nl and Empi r e 6 bas wtackedseaddity yowees sinte the édgiening of 2011
(seasonally adjusted),'® and is currently estimated to be 6.1% as of August 2016. This rate
peaked at 14.0% in late 2009 and early 2010, and while it has dropped 7.8 percentage points
since then, it remains 1.1 percentage points higher than the national unemployment rate.

Figure 7

Seasonally Adjusted Unemployment Trends
15%

. Riverside-San Bernardino-Ontario, CAMsA ~ RECESSION
California (5.6%)

[ usas.0%)

July’04 Jan'05 July’05 Jan'06 July’06 Jan'07 IJuly’07 Jan'08 July'08 3Jan'09 July’09 Jan’l0 Julyl0 JanM  JuyN  Jan'i2 July’12 Jan13  July'’3 Janl4 July1% Janl5  July15 Jan’l6  Jul16
Source: JobsEQ

13 The seasonal adjustment calculation in JobsEQ is based on a proprietary algorithm designed for online applications. Thus,

seasonally adjusted data in JobsEQ may not match exactly with seasonally adjusted data from other sources, such as the
Bureau of Labor Statistics (BLS).
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Real Estate MarketAnalysis

The real estate market in the Inland Empire has displayed several positive trends through
September 2016 as the recovery continues. Following the mortgage crisis and recession,
distressed home sales have fallen in San Bernardino and Riverside Counties. Median home
sales price continues to rise, while housing inventory is tight in the region. Industrial and
commercial capacity is expanding with vacancy rates consistent with or below the national
average. And the vast majority of land in the largest county by area in the United Statesd San
Bernardinod is zoned for agricultural and resource management.

Figure 8

Monthly Mortgage Loan Defaults
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Source: CorelLogic

Mortgage loan defaults in San Bernardino and Riverside Counties are below pre-recession
levels. Mortgages in default were tied closely to the recession of 2007-2009, and steady
declines are a positive signal of recovery in the region. Over the year prior to the recession
(January to December 2006), monthly defaults on mortgage loans averaged 759 in San
Bernardino and 924 in Riverside. Defaults rose to a peak in March 2009 of 5,096 and 6,672 for
San Bernardino and Riverside, respectively. Over the twelve months ending September 2016,
mortgage loan defaults have fallen to an average of 391 per month in San Bernardino and 451
in Riverside.

14 The construction sector as a whole, and the residential building construction industries, played a major role in the Inland

Empireds experience of the Great Recession. From peak empl oymenr
more than 70,000 jobs, or approximately 55% ofitswor kf orce; the residenti al building cons
contracted by approximately 65%. For this reason, Chmura believes it is critical to assess and evaluate trends in the housing

sector across the Inland Empire region as an indicatoroft he r egi onds cont-recessiend recovery, post
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Figure 9

Distressed Sales as Percent of Total Home Sales

Jan-09
M Ju16

Riverside San Bernardino USA

Source: CoreLogic

Coincident with the decline in mortgage loan defaults, distressed sales of homes have sharply
declined. The lower prices of distressed home sales, which include real estate-owned (REO)

sales'® and short sales,® can bring down prices when they make up a high percentage of total

home sales. At t he height of the recessiondbs effects
for 72.1% of total home sales in Riverside and 71.5% in San Bernardinod more than twice as

high as the national average of 32.4% at that time. As of July 2016, the share of distressed

sales in Riverside (6.9%) has fallen below the national average (7.2%), while distressed sales in

San Bernardino have dropped to 8.5% of total home sales.

The proportion of distressed sales as a share of overall residential sales in San Bernardino
County has further fallen to 7.3% as of September 2016, with traditional sales accounting for
92.7% of total sales. San Ber nar diREO sales rateuwof 43% s the third-lowest
monthly rate since 2007, while the share of short sales has declined to 3.0% as of September
2016, the second-lowest rate since July 2007. August saw the second-highest monthly home
sales since 2010, and while sales declined slightly in September, they were up 2.3% year-over-
year.

15 REO properties describe homes where the bank has foreclosed on a home with an unpaid mortgage, but failed to sell the
property at foreclosure auctions.

16 Short sales in real estate occur when the sale of real estate falls short of the loans against the property, and the property
owner cannot afford to repay the loan amount(s).
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Figure 10a

Figure 10b
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